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SWAZILAND - KEY ECONOMIC INDICATORS 


(In millions of current U.S. dollars unless noted) 


Domestic Economy 1987 1988 1989(a) 1990(b) 


Population (millions) of 2 ato 78 


ot 
Population growth rate (%) 3.4 sek 3.4 3e4 
GDP 548.0 oa 600.8 703.9 
GDP per capita ($) 783 814 801 902 
Real GDP growth (%) (c) -2.3 6.4 4.0 4.0 
Inflation (%) 1343 10.7 9.4 11.4 
Formal sector labor force (thousands) e217 87.9 90.0 94.5 
Government budget surplus 

(% of GDP) (d) 5.4 763 6.8 


Balance of Payments 
Exports (FOB) 469.0 


Imports (FOB) 439.4 
Trade balance 29.6 
Current account balance 105.6 
Foreign debt (e) SoLkel 
Debt service ratio (%) 9.8 
Foreign exchange reserves 140.3 
Average exchange (emalangeni/USS$) 2.26 


U.S. - Swazi Commercial Relationship 

U.S. exports to Swaziland 4.8 
U.S. imports from Swaziland 19.4 
U.S./Swazi trade balance -14.6 
U.S. share of Swazi exports (%) 4.1 
U.S. share of Swazi imports (%) 1.1 
U.S. bilateral aid (f) 11.5 


Principal U.S. exports - 1990: Electronics, chemicals, food stuffs 
Principal U.S. imports - 1990: Sugar, safes, wearing apparel, 
flowers and bulbs 


Notes: (a) Many 1989 figures are provisional estimates. (b) Most 1990 
figures are official projections. (c) GDP growth is based on local 
currency, real GDP figures and not the U.S. dollar equivalents shown 
here. (d) Fiscal year beginning in April of calendar year. (e) As of 


March of each year. (f) Aid figures do not reflect funds spent on the 
Peace Corps program. 


Sources: Central Bank of Swaziland, Department of Economic Planmnirg and 
Statistics; IMF; U.S. Department of Commerce. 





SUMMARY 


Swaziland in recent years has enjoyed healthy economic growth, 
rare on the African continent. From 1984 to 1988, real GDP 
growth averaged 4 percent. Preliminary estimates for 1989 and 
1990 indicate similar growth rates. 


Given the size of the Swazi market, export-led growth is the 
key to the country's economic development. Swaziland has a 
fairly diversified export sector, led by sugar, wood pulp, soft 
drink concentrate, citrus, and minerals. Although agriculture 
continues to dominate the economy, the country's industrial 
base has expanded steadily over the last five years thanks to 
new investments in textiles, paper production, and food 
processing. 


Swaziland also enjoys a healthy financial position. Since 
1987, the government has maintained a budget surplus. External 
debt is relatively low and debt service is manageable. The 
balance of payments has been in surplus for the past four 
years. The current account balance has likewise been in 
surplus since 1986 except for a small deficit in 1989. The 
trade balance has been in deficit for the past two years. 


However, thanks to strong export growth and private capital 
investment, the country's foreign exchange reserves have 
increased steadily since 1986, including a $30 million net 
increase in 1990. Swaziland's decision to maintain informally 
its currency, the lilangeni, at par with the South African rand 
has meant a sharp depreciation for the lilangeni in recent 
years. The depreciation has increased the country's import 
costs and debt burden somewhat, but its beneficial effects on 
exports have more than compensated. 


Current economic trends in Swaziland are unlikely to affect 
significantly bilateral trade with the United States. The size 
of the Swazi market is insufficient to generate substantial 
trade opportunities for U.S. firms. Moreover, giver the 
proximity of South Africa, and that country's ability to 
provide most consumer products and low technology gocds at 
lower cost than U.S. firms, most U.S. companies will find 
investment, rather than trade, a more effective vehicle for 
entering the Swazi market. U.S. firms should be alert to large 
infrastructural projects that offer opportunities for the sales 
of goods and services in Swaziland. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: Swaziland's continued economic expansion is 
largely attributable to the sustained upswing in industrial 
investment which began in the early 1980s. Real GDP is 
estimated to have grown by 4 percent in 1989, down from the 
robust 6.4 percent growth experienced in 1988, but still 





strong. This drop was primarily due to a drastic reduction of 
output at the country's large woodpulp mill. While these 
difficulties were largely solved in the past year, GDP is still 
conservatively forecast at 4 percent for 1990. Final figures 
for growth in 1990 will depend largely on difficult-to-forecast 
crop sizes in the agricultural sector. 


Balance of Payments: Swaziland's balance of payments remains 
healthy and resulted in an increase of $30 million in net 
official foreign reserves by December 1990. Reserves have 
grown in each of the last five years. Swaziland is aided in 
this regard by its membership in the Common Monetary Area (CMA) 
with South Africa, Lesotho, and Namibia. CMA membership means 
Swaziland can pay for its imports, most of which come from or 
through South Africa, in South African rand, without having to 
spend valuable hard currency reserves. Its exports, however, 
go primarily overseas, to Europe, North America, and elsewhere, 
where they earn foreign currency revenues. This situation 
frees Swaziland from the foreign exchange constraints faced by 
other African countries and means the country has few problems 
with its foreign debt, which it has never had to reschedule. 


Government Spending: The Swazi government budget surplus has 
expanded in each of the last four years. In 1990, the latest 
budget forecast indicates a surplus of nearly $39 million, up 
sharply from the original budget forecast. The largest 
component of government revenue is customs receipts, which 
Swaziland enjoys by virtue of its membership in the South 
Africa Customs Union (SACU). In 1990, these receipts surged to 
45 percent of all government revenue, reversing a four year 
trend towards greater diversification of income sources. 
Company tax is the fastest growing component of government 


revenue, averaging an annual expansion of 57 percent over the 
past five years. 


Inflation and Money: Because the lilangeni is pegged to the 
rand, Swaziland's monetary developments tend to parallel those 
in South Africa. The last five years have witnessed double 
digit inflation averaging just over 11 percent. The inflation 
rate for 1990 is forecast at 11.4 percent. Continued 
conservative monetary and fiscal policies in South Africa 
should prevent serious deterioration of the the rand and the 
lilangeni in the coming year. If this occurs, inflation can be 
expected to stabilize in a corresponding manner. 


Labor Relations: 1990 was a relatively quiet year for labor 
relations in Swaziland, although several minor disputes at 
yearend remain unresolved and may boil over into serious 
confrontations in 1991. Government and the private business 
sector have been slow to accept the reality of an organized 
labor movement, which is a relatively recent phenomenon in 
Swaziland. Industrial relations are thus bound to remain an 
important issue in 1991 and beyond. 
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Agriculture and Forestry: Despite the growth of manufacturing 
in the past decade, Swaziland continues to be an agriculturally 
based country. Sugar is the most important crop, with three 
large estates in the eastern lowveld supplying most of the 
cane. The 1990/91 crop is estimated at around 497,000 metric 
tons, up nearly 5 percent from the previous year, and the 
second highest on record. Most of Swaziland's sugar is 
exported to Western Europe and North America. Swaziland's 
forests (pine and eucalyptus) are among the world's largest 
planted forests, and its pulp mill produces roughly 10 percent 
of the world's unbleached kraft pulp. Pineapples are grown and 
canned, as are grapefruits and oranges. Fresh fruit is also 
shipped overseas by air cargo. Cotton is one of the main cash 
crops in the country, although poor rains in the 1989/90 
growing season led to a 25 percent decrease in output last 
year. Rainfall is the primary water source for much of the 
agricultural production (excluding sugar), and can be 
problematic, particularly in the lowveld where most cotton and 
citrus are grown. The most productive farms are the large, 
privately owned estates. A majority of the population of 
Swaziland still practices subsistence agriculture, however, 
with maize as the standard crop for the small plot farmer. The 
beef industry, which targets the European Community, was 


revived in 1989 with rehabilitation of Swaziland's principal 
abbatoir. 


Manufacturing: Swaziland has experienced major advances in 
manufacturing in recent years, and a number of new industries 
have been launched. Manufacturing, at roughly 20 percent of 
GDP in 1990, constituted the largest sector of the formal 
economy, and at 8.2 percent average annual growth since 1984, 
it is by far the fastest growing. There was a slowdown in 
investment activity in 1990 due to the recession and the 
uncertainty of political developments in South Africa, as well 
as to the deterioration of Swaziland's infrastructure. 
Nonetheless, 1990 saw a number of important new manufacturing 
ventures in home appliances, knitwear, auto parts, and 
textiles, all of which point towards a continued 
diversification of the manufacturing sector away from 


export-based industries processing agricultural or forestry 
products. 


Mining: Swaziland mined three minerals in 1990 -- asbestos, 
coal, and diamonds -- almost all for export. There is also a 
quarry stone industry, although this primarily serves the 
domestic construction industry. Mining revenues were up l 
percent in 1990 to a record $24.4 million. Diamond sales, 
previously the fastest growing revenue earner, were down 
sharply, but coal and asbestos sales were both up. However, 
depleted ore bodies and weak international prices for asbestos 
led to the final closure of Swaziland's sole asbestos facility 
earlier this year. The closure will further weaken the 
importance of mining to the Swazi economy unless the opening of 
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a new coal mine, forecast tentatively for 1993 or 1994, takes 
up the slack in mining revenues. The sector currently 
contributes around 3 percent to GDP. 


Tourism: Tourism is an important source of revenue. South 
Africans constitute the majority of the visitors to Swaziland. 
The country's main attractions are its natural beauty and game 
parks, its casinos, and golf. However, in view of the 
recession in South Africa, there was a downturn in this sector 
in 1990, with hotels experiencing lower occupancy rates. The 
construction of two large luxury hotels was announced in 1990, 
but implementation has been delayed due to funding difficulties. 


B. IMPLICATIONS FOR THE UNITED STATES 


Because of Swaziland's small market and its ready access to 
South Africa's manufacturers, export opportunities for U.S. 
firms are limited. However, several major developmental and 
industrial projects offer possibilities for the export of goods 
and services. Certain specialized machinery can also find a 
market in Swaziland. The sugar industry relies on U.S. 
equipment, and several forestry operations purchased U.S. 
woodcutting and woodworking machinery in recent years. Direct 
investment, however, remains the most feasible and attractive 
means for U.S. firms to enter the Swazi market. The Swazi 


Government actively encourages foreign investment, particularly 
in the export sector. 


Export Opportunities - Major Projects: 

The African Development Bank (AFDB) and the World Bank 
occasionally sponsor projects of possible interest to U.S. 
firms. In Swaziland, the AFDB focuses mainly on road 
construction and rehabilitation projects, which offer 
possibilities for technical assistance contracts. 


The largest potential infrastructural project in the coming 
years in Swaziland is the Komati River Basin project. This 
project, if undertaken, would entail the construction of a dam 
on the Komati River in northwest Swaziland, as well as related 
hydroelectric and irrigation facilities. The World Bank is 
presently financing a feasibility study, the first phase of 
which was recently completed. The second phase, set to begin 
early in 1991, will focus on the technical and d sign details 
of the actual dam construction and the associated irrigation 
scheme. It should last at least 12 months, after which there 
may be a number of construction and procurement opportunities 
for U.S. firms. The extent to which U.S. participation is 
possible may depend on the source of financing for the project, 
which is still undetermined. Total costs for the project are 
estimated tentatively between $100 and $150 million. 





A major urban development project is also in the works and may 
offer opportunities for U.S. firms. A Dutch firm is presently 
conducting a design study for a long-term and comprehensive 
rehabilitation and expansion of the road and water systems, as 
well as the housing stock, in the Mbabane-Manzini corridor. 
This study should be completed this year and, depending on the 
type of financing arranged, should thereafter begin to produce 
opportunities for U.S. firms for technical assistance contracts 
in construction, sewerage, and water systems. 


Several potential large investments in the private sector may 
also offer trade opportunities for U.S. firms. A Danish-led 
consortium is presently completing a feasibility study on the 
construction and operation of an anthracite coal mine in 
central Swaziland. The initial investment, to include a coal 
beneficiation plant, will cost around $12 million according to 
preliminary estimates. 


Occasional opportunities arise for sales of equipment to 
already established operations such as forestry and sugar 
concerns. 


Opportunities for Investment: 

Opportunities for investment exist primarily in the 
agricultural, agro-industrial, manufacturing, and tourism 
sectors. Swaziland continues to export many of its raw 
materials in unprocessed form, and there is potential for 
value-added processing in a number of areas. Fruit and 
vegetable processing, as well as sugar-based products, such as 
candies and beverages, offer opportunities. Tanning and 
leather production are also attractive, especially since hides 
are currently sent to South Africa for processing. 


In manufacturing, textiles and garment production show great 
potential. The privately owned National Textile Corporation 
(NATEX), itself a major fabric producer, is encouraging garment 
producers to invest in Swaziland. Other areas for possible 
investment include diamond cutting, coal processing, and 
ceramics and pottery production. 


Factors Influencing Investment in Swaziland 


Legal, Tax, and Foreign Exchange Considerations: There are a 
number of positive factors and incentives which make Swaziland 
a uniquely attractive place to invest. The Swazi Government 
has developed a number of incentives to attract foreign 
investors, including a five-year tax holiday for new 
manufacturing enterprises. Initial allowances of up to 50 
percent of the cost of new plant and machinery, as well as more 
generous allowances for training expenses, are also permitted. 





Legal procedures for establishing a new company are easy and 
inexpensive. Under its membership in the Common Monetary Area, 
Swaziland permits 100 percent repatriation of profits upon 
application to the Central Bank, which routinely grants such 
requests. Dividends are likewise freely remitted subject to a 
withholding tax of 15 percent. There are no exchange 
regulations affecting transactions within the CMA, 


The South Africa Customs Union: Swaziland, Botswana, Lesotho, 
Namibia, and South Africa form the Southern Africa Customs 
Union (SACU). Goods are freely traded between members of SACU, 
and imports into the union face a common external tariff. 
Swaziland's membership in SACU effectively expands its markets 
to over 40 million people. Raw materials from SACU members are 
obtainable duty free, reducing their cost substantially. The 
lilangeni/rand parity further facilitates commerce between 
Swaziland and South Africa. 


Preferential Access to Overseas Markets: In addition to SACU, 
certain of Swaziland's products enjoy preferential tariff 
treatment through the Generalized System of Preferences (for 
the United States and several other industrialized countries), 
the Lome Convention (for the EEC), and the Preferential Trade 
Area for East and Southern Africa (PTA). In most cases, goods 


which qualify for preferential treatment enter duty free. The 
different programs have different requirements concerning rules 
of origin and product coverage, with benefits under the PTA 
Only available to products from firms with local equity 
participation. 


U.S. Sources of Assistance: The Overseas Private Investment 
Corporation (OPIC), the U.S. Trade and Development Program 
(TDP), and the U.S. Export-Import Bank are active in 
Swaziland. OPIC can provide loans and political risk and 
currency convertibility insurance to U.S. companies operating 
in Swaziland. The Africa Growth Fund, a separately 
incorporated entity supported by OPIC, can also provide 
flexible equity financing to projects with nominal U.S. 
participation. TDP can assist U.S. firms interested in doing 
feasibility studies on projects in Swaziland. 


The Swaziland desk officer of the U.S. Department of Commerce 
(Room 3317, International Trade Administration, 14th Street and 
Constitution Ave., NW, Washington, DC 20230; Phone: 
202/377-5148) can provide additional information to U.S. 
business representatives who wish to know more about 

Swaziland. For those who visit Swaziland, the Commercial 
Officer at the Embassy in Mbabane (Central Bank Building, 
Warner Street, P.O. Box 199, Mbabane, Swaziland; Phone: [268] 
46441) can recommerd and help arrange appointments with 


appropriate local business representatives and government 
officials. 











